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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF TEXAS

HOUSTON DIVISION
IN RE: &
S
STAGE STORES, INC,, § CASE NO. 0035078-H2-11
A Delaware Corporation, &
SPECIALTY RETAILERS, INC. § CASE NO. 0035079-H2-11
A Texas Corporation, and §
SPECIALTY RETAILERS, INC. (NV), § CASE NO. 0035080-H2-11
A Nevada Corporation, § Chapter 11
S
DEBTORS. §  (Jointly Administered Under

Case No. 00-35078-H2-11)

NOTICE OF (I) APPROVAL OF INTERIM ORDER (I) AUTHORIZING POST-PETITION
SECURED SUPERPRIORITY FINANCING PURSUANT TO BANKRUPTCY CODE SECTIONS
105(A), 362, 364(C)(1), 364(C)(2), 364(C)(3) AND 364(D), (I) AUTHORIZING THE DEBTORS’
USE OF CASH COLLATERAL PURSUANT TO BANKRUPTCY CODE SECTION 363(C), (IIT)
GRANTING ADEQUATE PROTECTION PURSUANT TO SECTIONS 363 AND 364 OF THE
BANKRUPTCY CODE, (IV) AUTHORIZING THE DEBTORS TO ENTER INTO AND
APPROVING, THE RECEIVABLES PROGRAM TERMINATION AGREEMENT, (V)
AUTHORIZING THE DEBTORS TO ENTER INTO NEW RECEIVABLES PURCHASE AND
PLEDGE TRANSACTIONS AND (VI) SETTING FINAL HEARING PURSUANT TO
BANKRUPTCY RULES 4001(B) AND 4001(C)

Please be advised that the Interim Order (1) Authorizing Post-Petition Secured Superpriority
Financing Pursuant to Bankruptcy Code Sections 105(a), 362, 364(c)(1), 364(c)(2), 364(c)(3) and
364(d), (1) Authorizing the Debtors’ Use of Cash Collateral Pursuant to Bankruptcy Code Section
363(c), (II1) Granting Adequate Protection Pursuant to Sections 363 and 364 of the Bankruptcy
Code, (IV) Authorizing the Debtors to Enter into and Approving, the Receivables Program
Termination Agreement, (V) Authorizing the Debtors to Enter into New Receivables Purchase and
Pledge Transactions and (VI) Setting Final Hearing Pursuant to Bankruptcy Rules 4001(b) and
4001(c) (the “Order”) was approved on June 2, 2000, and entered on the docket on June 5, 2000.

Please be further advised that pursuant to the Order, the Court has set a Final Hearing on

the Emergency Motion For Interim And Final Order (I) Authorizing Post-petition Secured

NOTICE OF APPROVAL - Page |
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Superpriority Financing Pursuant to Bankruptcy Code Sections 105(a), 362, 364(c)(1), 364(¢)(2),
364(c)(3) And 364(d); (II) Authorizing The Debtors’ Use of Cash Collateral Pursuant to Bankruptcy
Code Section 363(c); (III) Granting Adequate Protection Pursuant to Sections 363 And 364 of The
Bankruptcy Code; (IV) Authorizing The Debtors to Enter Into, And Approving, The Receivables

Program Termination Agreement; (V) Authorizing The Debtors to Enter Into New Receivables

Purchase And Pledge Transactions And (VI) Setting Final Hearing Pursuant to Bankruptcy Rules
4001(b) and 4001 (c)(the “Motion”) for June 26, 2000 at 1:00 p.m., at the United States Bankruptcy
Court, 515 Rusk Avenue, Room 4025, Houston, Texas 77002.

ANY PARTY ININTEREST OBJECTING TO THE INTERIM ORDER OR THE ENTRY
OF A FINAL ORDER APPROVING THE DIP FACILITY AS DESCRIBED IN THE MOTION
SHALL FILE WRITTEN OBJ ECTIONS WITH THE UNITED STATES BANKRUPTCY COURT
CLERK FOR THE SOUTHERN DISTRICT OF TEXAS, HOUSTON DIVISION, NO LATER
THAN 4:00 P.M. ON JUNE 19, 2000, WHICH OBJECTIONS SHALL BE SERVED SO THAT
SAME ARE RECEIVED, NO LATER THAN 4.00 P.M., BY THE OFFICE OF THE UNITED
STATES TRUSTEE, ATTENTION: J. HECTOR DURAN, ESQ.; COUNSEL FOR THE
DEBTORS, ATTENTION: LYNNETTE R. WARMAN AND N. MARTIN STRINGER;
COUNSEL FOR CITIBANK,N.A., ATTENTION; MARK SHAPIRO AND MICHAEL DALTON;
COUNSEL FOR THE PREPETITION 1997 AGENT, DAVID KURTZ AND MITCHELL A.
SEIDER; COUNSEL FOR THE PREPETITION 2000 AGENT, DAVID KURTZ, AND COUNSEL

FOR THE CREDITORS’ COMMITTEE, I[F ANY SHOULD BE APPOINTED PRIOR TO THE

DEADLINE TO FILE OBJECTIONS.

NOTICE OF APPROVAL - Page 2
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Respectfully submitted,

JENKENS & GILCHRIST,
a Professional Corporation

e me/ﬂ%mwﬁ Ao

drew E. Jillson 00786015
State Bar No. 10666370
Lynnette R. Warman
State Bar No. 20867940
1445 Ross Avenue, Sutte 3200
Dallas, Texas 75202
Telephone: (214) 855-4500
Telecopy: (214) 855-4300

CO-COUNSEL.:

N. Martin Stringer
McKinney & Stringer

101 N. Robinson, Suite 1300
Oklahoma City, OK 73102
Telephone: (405) 272-1937
Telecopy: (405) 239-7902

ATTORNEYS FOR THE DEBTORS
AND DEBTORS-IN-POSSESSION

CERTIFICATE OF SERVICE

[ hereby certify that on this the 5th day of June, 2000 a true and correct copy of the above
and foregoing, along with a copy of the Order as defined in the Notice, was sent to the parties on
the attached Service List by U.S. mail, postage prepaid.

Lufime e R/a)mm f%% 2 Mo

Andfew E. Jillson
Lynnette R. Warman

NOTICE OF APPROVAL - Page 3
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United Statps Courts
District of Texas
Southers O RED

IN THE UNTTED STATES BANKRUPTCY COURT JUN -5 200

FOR THE SOUTHERN DISTRICT OF TEXAS  yastust K. Milby, Clork of Cauet
HOUSTON DIVISION

VL

IN RE.
STAGE STORES, INC,, CASE NO. 0035078-H-2-11 ‘/

A Delaware Corporation,
SPECIALTY RETAILERS, INC,,

A Texas Corporation, and |
SPECTALTY RETAILERS, INC. (NV),

A Nevada Corporation,

CASE NO. 0035079-H-2-11

CASE NQ. 003508C-H-2-11

Chapter 11

wn o W W Wwh W W W W un

DEBTORS. (Jount Administration Requested)

INTERIM ORDER (I) AUTHORIZING POST-PETITION
SECURED SUPERPRIORITY FINANCING PURSUANT TO
BANKRUPTCY CODE SECTIONS 105(a), 362, 364(c)(1), 364(c)(2), 364(c)(3)
AND 364(d), (I) AUTHORIZING THE DEBTORS USE OF CASH COLLATERAL
PURSUANT TO BANKRUPTCY CODE SECTION 363(c), (IlI) GRANTING
ADEQUATE PROTECTION PURSUANT TO SECTIONS 363 AND 364 OF THE
BANKRUPTCY CODE, (IV) AUTHORIZING THE DEBTORS TO ENTER INTO,
AND APPROVING , THE RECEIVABLES PROGRAM TERMINATION
AGREEMENT, (V) AUTHORIZING THE DEBTORS TO ENTER INTO NEW

RECEIVABLES PURCHASE AND PLEDGE TRANSACTIONS AND (V) SETTING
FINAL HEARING PURSUANT TO BANKRUPTCY RULES 4001(b) AND 4001(c})

THIS MATTER having come before the Court upon the Motion (the “Motion™) of
Specialty Retailers, Inc., a Texas corporation (the “Borrower”), Stage Stores, Inc., a Delaware
corporation (the “Parent Guarantor”) and Specialty Retailers, Inc., a Nevada corporation (the
"Subsidiary Guarantor™), as debtors and debtors in possession (collectively, the “Debtors’™)

seeking entry of an order:

(a) authonzing the Borrower to obtain credit and incur debt secured by liens on property

of the Debtors’ estates pursuant to sections 364(c)(2), 364(c)(3) and 364(d)(1) of Title 11, Unutec

4428681 v2 - Stage Revised Interim DIP Order W
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States Code (the "Bankruptcy Code") and with priority (subject to the Carve-Out, as defined in

Paragraph 21 below) as tc administrative expenses, as provided in section 364(c)(1) of the

Bankruptey Code;

) authorizing the Debtors to use cash collateral and other coliateral pursuant to sections
g P

363(c) and 363(e¢) of the Bankruptcy Code and Bankruptcy Rule 4001(b);

(¢) authonizing the Debtors to establish that financing arrangement (the “DIP Credit
Facility”) which i3 contemplated by the Debtor-in-Possession Credit Agreement dated as of
June 2, 2000 (the “DIP Credit Agreement”; terms defined therein and not otherwise defined
herein being used herein as therein defined) among the Borrower, the Parent Guarantor, Citicorp
LS. A Inc, as Collateral Agent and Administrative Agent (the “Agent™), the lenders named = —
therein (the “Lenders™); sub;;tantially In the form annexed to the Moticn as Exhibit B, and to
incur the Obligations as provided for in the DIP Credit Agreement and the other DIP Loan

Documents (as hereafter defined) (the ""Obligations'");

(d) authorizing the Debtors to provide the Agent (for the ratable benefit of the Agent and
the Lenders) with Liens (as defined in the DIP Credit Agreement) upon the Debtors’ property as
provided in and as contemplated by the DIP Credit Agreement -and the Security Agreement (as
defined in the DIP Credit Agreement) (the DIP Credit Agreement, the Security Agreement and
all such instruﬁlents and documents as may be executed and delivered in connection therewith or
which relate thereto, including, without limitation, the Subsidiary Guaranty in the form of
Exhubit E to the DIP Credit Agreement to be executed by each Subsidiary Guarantor,

collectively, the “DIP Loan Documents™), as supplemented by this Order:

(e) authorizing the Debtors to grant the Agent (for the ratable benefit of the Agent and

the Lenders) a Super-Priority Claim (as defined in Paragraph 18(a), below) over any and all

admunistrative expenses other than as set forth in Paragraph 18(a), below:
*#52868. v2 - Stage Revised Internim DIP Qrder 2
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(f) authorizing the Borrower to utilize the proceeds of the first borrowing under the DIP

Credit Facility to repay (n full the Debtors’ obligations to Credit Suisse First Boston, as the |
administrative agent and collateral agent for the lenders (the " Prepetition 2000 Agent" and,
together with such lenders, the '"Prepetition 2000 Lenders") under the Credit Agreement dated
as of March 6, 2000 among the Borrower, the Parent Guarantor, the banks named therein and
Credit Suisse First Boston, as administrative agent, collateral agent, swingline bank and L/C
bank (as amended from time to time, the "Prepetition 2000 Credit Agreement"), such
obligations consisting of unpaid principal, accrued and unpaid interest, and unpaid fees and
expenses for which the Debtors are responsible (collectively, the "Prepetition 2000
Obligations'"), provided that such payment shall be without prejudice to (A) the right, if any, of
any Official Creditors’ Committee appointed in these proceedings to seek an order (1) -
disallowing any claim of the Prepetition 2000 Lenders on account of the Prepetition 2000 Credit

- Agreement, (1i) avoiding any security or collateral interest in the assets of the Debtors claimed by
the Prepetition 2000 Lenders, (iii) modifying the amount, validity, priority or extent of the
Prepetition 2000 Lenders’ liens or claims under the Prepetition 2000 Credit Agreement and
related loan documents, (1v) directing any party to disgorge all or any part of any payment or
transter made by the Borrower to the Prepetition 2000 Lenders tn respect of the Prepetition 2000
Credit Agreement, including the payment authorized 1n Paragraph 6, below, or (v) providing any
relief, legal or equitable, or otherwise permitting any Official Creditors' Committee to recover
from the Prepetition 2000 Lenders on account of the relationship between the Prepetition 2000
Lenders and the Debtors anising under, relating to or in connection with the Prepetition 2000

Credit Agreement, in accordance with the provisions of this Order, or (B) the right of any party

In interest to object to the terms of the DIP Credit Facility in the manner provided for in

Paragraph 34, below;

#528681 v2 - Slage Revised Intenm DIP Order 3
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(g) authorizing the Borrower to provide adequate protection to Credit Suisse First
Boston, as the administrative agent and collateral agent (the "Prepetition 1997 Agent") for the
lenders under the Amended and Restated Credit Agreement dated as of June 17, 1997 (as
amended from time to time, the "Prepetition 1997 Credit Agreement") among the Borrower,
the Parent Guarantor, the banks named therein (together with the Prepsution 1997 Agent, the
“Prepetition 1997 Lenders™), subject to the terms and conditions set forth in Paragraphs 9, 10
and 11 of this Order and the Intercreditor Arrangement (as hereafter defined), on account of the
prepetition debt under the Prepetition 1997 Credit Agreement and all collaterat and ancillary
documents executed in connection therewith to the extent of any diminution in the value of the
Prepetition 1997 Lenders' interests in the Prepetition Collateral (as definec in Paragraph E
belcw) resulting from the priming liens and security interests to be granted herein pursuant to
Bankruptcy Code saction 364(d) to secure the DIP Financing, the use, sale or lease of the

Prepetition Collateral (as defined in Paragraph E below), the imposition of the automatic stay

pursuant to Bankruptcy Code section 362(a), or the transfer of the Receivables pursuant to the

Termination Agreement (as hereafter defined); and

(h) approving the agreement relating to the termination of the Receivables Program (the
" Termination Agreement”, a copy of which is annexed to the Motion as Exhibit B) among the
Borrewer, the trustee (the "Trustee") of the SRI Receivables Master Trust (the " Receivables

Trust”) and SR1 Receivables Purchase Co., Inc., and authorizing the Borrower to utilize the

proceeds of the first borrowing under the DIP Credit Facility to fund payments in connection

with the Termination Agreement.

(1) authorizing the Borrower to perform in the ordinary course of its business the

Recervables Transfer Agreement, dated as of August 1, 1998 (as amended from time to time, the

#3285R vl - Stage Revised Interim D(P Order 4
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"Receivables Transfer Agreement"), with Granite National Bank, N.A., concerning ihe

purchase of private label credit card receivables.

It appearing that absent the relief requested herein, the Debtors will sutter immediate and

isreparable harm; and it further appearing that notice of the Motion ts sufiicient and complies

with the reguirements of Bankruptcy Rules 4001(c) and 4001(d) and BLR 4001(b) and (¢); and

for good cause shown:

[T IS HEREBY FOUND THAT:

A. On June 1, 2000 (the “Petition Date”), each of the Debtors filed a voluntary petition

under chapter L1 of the Bankruptcy Code, 11 U.S.C. §3 101 et seq.

B The Debtors have continued in the management and operation of their businesses and _
properties as debtors in possession pursuant to Bankruptcy Code sections 1107 and 1108. No

trustee or examiner has been appointed in these cases, and no official creditors’ commuittee has

been formed as of the date hereof.

C. This Court has jurisdiction, pursuant to 28 U.S.C. §§ 157(b) and 1324, over these

proceedings, and over the persons and property affected hereby.

D. Without prejudice to the rights of any Official Creditors' Committee (but subject to
the limitations thereon described below in decretal Paragraph 11), the Debtors admit that, in
accordance with the terms of the Prepetition 1997 Credit Agreement, the Debtors are truly and
justly indebted to the Prepetition 1997 Lenders, without detense, counterclaim or offset of any
kind, and that as of the Petition Date, (i) the Borrower was liable to the Prepetition 1997 Lenders

in the aggregate principal amount of approximately $172 million, pius contingent claims,

interest, commitment, agents' and other fees, and costs, charges and expenses, In respect loans

made by the Prepetition 1997 Lenders to the Borrower pursuant to the Prepetition 1997 Credit

4528681 v2 - Suage Revised Intenm DIP Ovder 5
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Agreement (the "' Prepetition 1997 Lender Claim™), (i1) the Borrower was contingently liable
to the Prepetition 1997 Lenders in the aggregate principal amount of approximately $27.3
million in respect of letters of credit issued pursuant to the Prepetition 1997 Credit Agreement
and which remained ourstanding as of the Petition Date, and (111) each of the Subsidiary
(uarantors was contingently liable to the Prepetition 1997 Lenders pursuant to the Subsidiary

Guaranties.

E. Without prejudice to the rights of any Official Creditors' Committee (but subject to
the limitations thereon described below in decretal Paragraph 11, and further subject to the
qualifications in the last sentence of this paragraph), for the purposes of this Order, the Debtors
further admut that the Prepetition 1997 Obligations are secured by enforceable liens and security .
interests granted by the applicable Debtors to the Prepetiton 1997 Agent, for the ratable benefit
of the Prepetition 1997 Lenders, upon and in among other things (a) (i) all Equipment
(capitalized terms used in this Paragraph E, but not otherwise defined in this Paragraph E shall
have the mearing set forth in the Prepetition 1997 Credit Agreement), (ii) all Contracts and
tontract Rights arising thereunder, (iii) all Marks and the goodwill symbolized by the Marks.

(1v) all Patents and Copyrights, (v) all computer programs and intellectual property rights therein
and all other proprietary information including trade secrets, (vi) the right to sue for past
infringement of the Prepetition Collateral in clauses (iii) through (v) above, (vii) ail other
General Intangibles and Instruments, (viii) the L/C Cash Collateral Account, all funds and
investments held in the L/C Cash Collateral Account and all certificates and instruments
evidencing the L/C Cash Collateral Account, (ix) all interest, dividends, cash, instruments and
other property received in exchange for the collateral comprising the L/C Cash Collateral

Account, (x) all Fixtures, (xa) all Inventory (to secure an emount equal to the difference between

530 million of borrowing under the Prepetition 1997 Credit Agreement minus the amount of
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indebtedness under the Prepetition 2000 Credit Agreement outstanding on the date of the

cccurrence of a event of default thereunder), (xii) the Account and a!l funds held therein or
credited thereto, (xin) the Custodial Account and all Security Entitlements, Financial Assets,
Investmemt Property and other property credited theceto, (xiv) all other tangible personal
property, (xv) all books and recerds relating to any of the property described in clauses (i)
through (x1v) above, and (xv1) all proceeds and products of any Collateral referred te in clauses
(1) through (xv) above, pursuant to the Security Agreement, dated as of June 17, 1997, as
amended by the Amended and Restated Secunity Agreement, dated as of March 6, 2000, among
the Borrower, the Parent Guarantor, Specialty Retailers, Inc. (NV), and Credit Suisse First
Boston as Collateral Agent (the " Prepetition Security Agreement"), (b) all issued and
outstanding shares of capital stock owned by Specialty Retailers, Inc. or Stage Stores, Inc.,
including, but not limited to, the stock of SRI Receivables Purchase Company, Inc. and all
promissory notes issued to Specialty Retailers, Inc. or Stage Stores, Inc., including the
Intercompany Note among Stage Stores, Inc. and Specialty Retailers, Inc. pursuant to the Pledge
Agreement, dated as of June 17, 1997, among Specialty Retailers, Inc., Stage Stores, Inc. and
Credit Suisse Furst Boston as Collateral Agent (the "Pledge Agreement”), (¢) all of the right,
title and interest to all rademarks, trade names, corporate names, company names, business
names, fictittous business names, trade dress, trade style, service marks, certification marks,
collective marks, logos, other sources of business identifiers, designs and general intangibles of a
like nature and all registrations renewals and application relating to the foregoing, the right to sue
for past infringement of the foregoing and the proceeds of the foregoing, including, without
hmatation, license royalties, income, payments, ¢laims, damages and proceeds of suit pursuant to
the Trademark Security Agreement, dated as of June 17, 1997, among Specialty Retailers, Inc.,

Stage Stores, Inc., and Credit Swsse First Boston as Collateral Agent (the "Trademark Security

R528681 v - Stage Revised Interirmn DIP Ordey 7
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Agreement”), (d) all real property listed in Exhibit A to the Deed of Trust, Assignment, Security
Agreement and Financing Statement, dated as of June 17, 1997, among Specialty Retailers, Inc .

Kenneth Krauss and Credtt Suisse First Boston as Collateral Agent {the "Mortgage') and (e)

other property pledged to or otherwise subject to a lien or security interest in favor of the
Prepetition 1997 Agent (collectively, the "Prepetition Collateral'), which, for avoidance of
doubt does not include Receivables conveyed under the Receivable Program Documents.
Notwithstanding the preceding sentence, with respect to the Liens and security interests grantad
to secure the Prepetition 1997 Obligations, such Liens and security interests granted for the first
time on or about March 6, 2000 (the "March 6 Collateral") in the Prepetition Security
Agreement, are, for all purposes involving the Debtors (but without prejudice to any other party),

y———

enforceable and unavoidable to the extent the Prepetition 1997 Qbligations (including issued
letters of credit which are drawn as of the Petition Date and/or subsequently drawn) as of the

Petition Date exceed the total amount of the Prepetition 1997 Obligations (including issued and

undrawn letters of credit) as of March 6, 2000, but in no event in an amount greater than $12

million (the "Balance").

F. The Prepetition 1997 Lenders are entitled, pursuant to Bankruptcy Code sections 361
363(¢), 363(e) and 364(d), to adequate protection of their interest in the Prepetition Collateral
(including their interest in the Debtors' cash which constitutes proceeds of the Prepetition
Collateral and which is therefore cash collatera! within the meaning of section 363 of the
Bankruptcy Code (the "Cash Collateral")), to the extent of any diminution in value of thé
Prepetition Collateral resulting from the use, sale or lease thereof, the imposition of the
automatic stay, the ansfer of the Receivables pursuant to the Termination Agreement or the
piming of the Liens on the Prepetitiont Collateral securing the Prepetition 1997 Obligations by

the Liens in favor of the Agent and Lenders granted in this Order and the DIP Loan Documents
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pursuant to Bankruptcy Code section 364(d). The Debtors have agreed to provide adequate
protection to the Prepetition 1697 Lenders on the terms and conditions set forth in Paragraphs 9,
10 and 11 of this Order, which terms and conditions are fair and reasonable and were negetiated
1n good faith and at arm's length. The provision of adequate protection as set forth in Paragraphs

9, 10 and 11 is in the Debtors' best interests.

G. Without prejudice to the rights of any Official Creditors' Committee (but subject to
the limitations thereon described below in decretal Paragraph 8), the Debtors admit that in
accordance with the terms of the Prepetition 2060 Credit Agreement, the Debtors are truly and
justly indebted to the Prepetition 2000 Lenders, without defense, counterclaim or offset of any

kind, and that as of the Petition Date, (i) the Borrower was liable to the Prepetition 2000 Lenders

i

in the aggregate principal amount of approximately $29,950,000, plus contingent claims, interest,
commitment, agents' and other fees, and costs, charges and expenses, in respect loans made by
the Prepetition 2000 Lenders to the Borrower pursuant to the Prepetition 2000 Credit Agreement
(the " Prepetition 2000 Lender Claim"), in respect loans made by the Prepetition 2000 Lenders
to the Borrower pursuant to the Prepetition 2000 Credit Agreement, and (i) each of the 2000
Guarantors was contingently liable to the Prepetition 2000 Lenders pursuant to the 2000

(Guaranties.

H. Without prejudice to the rights of any Official Creditors' Committee (but subject to
the limitations thereon described below in decretal Paragraph 8), for the purposes of this Order,
the Debtors further admut that the Prepetition 2000 Obligations are secured, pursuant to the
Security Agreement, dated as of March 6, 2000 (the "Inventory Security Agreement”) among
the Prepetition 2000 Agent and the assignors thereunder, by enforceable liens and security
interests granted by the applicable Debtors to the Prepetition 2000 Agent, for the ratable benefit

of the Prepetition 2000 Lenders, upon and in the certain collateral identified in the Inventory
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Security Agreement (the "' Prepetition 2000 Collateral), and that the value of the Prepetition

2000 Cotiateral as of'the Petition Date exceeds the value as of the Petition Date of the Prepetition

2000 Claim.

[ Notwithstanding the existing security interest and lien in favor of the Prepetition 1997
Lenders on the Prepetition Collateral, the Prepetition 1997 Agent has, in its individual capacity,
consented to the entry of this Order, the Debtors' use of the Cash Collateral, the transfer to the
Debtors of the receivables that are owned by the Receivables Trust (the "Receivables") in
accorcance with the Termination Agreement, the approval of the Intercreditor Arrangement (the

"Intercreditor Arrangemeant", a copy of which is annexed to this Order as Exhibit A), which

turther specifies the respective rights of the DIP Lenders and the Prepetition 1997 Lenders in

wlr——

respect of the Collateral and the Prepetition Collateral, and the granting to the DIP Lenders of a
tirst priority, seaior, perfected security interest in and, with respect to the Prepetition Collateral a
primung lien on, all of the Collateral (as defined below) other than (i) the real property housing
the Borrower's distribution center located at 506 Beal Boulevard, Jacksonville. Texas and (i) the
reat property housing the Borrower's credit card center located at 1020 Willow Creek,
Jacksonville, Texas (together, the "Excluded Real Property"), in respect of which the
Prepetition 1997 Agent has, in its individual capacity, consented to the granting to the DIP

Lenders of a second, junior perfected security interest and lien, all subject to the terms and

conditions set forth in this Order and the Intercreditor Arrangement.

J. Notwithstanding the existing security interest and lien in favor of the Prepetition 1997
Lenders on the Prepention Collateral, the Prepetition 1997 Lenders have not objected to the entry
of thus Order, the Debtors' use of the Cash Collateral, the transfer of the Receivables in

accordance with the Termination Agreement, the approval of the Intercreditor Arrangement, or

the granting to the DIP Lenders of a first priority, senior, perfected security interest in and, with
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respest to the Prepetition Collateral, a piming lien on, all of the Ccliateral {as defined below)
other than the Excluded Real Property (in respect of which the Prepetition 1997 Lenders have
not objected to the granting to the DIP Lenders of a second, junior perfected security interest and
lien), all subject to the terms and conditions set forth in this Qrder and the Intercreditor

Arrangement.

K An immediate need exists for the Debtors to obtain funds with which to purchase
taventoty, continue their operations, and administer and preserve the value of their estates. The
ability of the Debtors to finance their operations requires the additional availability of working

capital, the absence of which would immediately and irreparably harm the Debtors, their estates,

and their creditors and the possibility for a successful reorganization.

L. The Debtors are unable to obtain unsecured credit allowable under Bankruptcy Code

section 503(b)(1) as an administrative expense.

M. The Debtors are also unable to obtain secured credit, allowable only under
Bankruptcy Code sections 364(c)(2), 364(c)(3) and 364(d), except under the terms and
conditions provided in this Order. The Debtors are unable to obtain credit for borrowed money
without the Debtors’ granting to the Agent (for the ratable benefit of the Agent and the Lenders)
(1) Liens on various of the assets of the Debtors pursuant to Bankruptcy Code sections 364(c)(2),
364(c)(3), and 364(d) (which liens the Lenders have required to be free and clear of, and not
subject to, any restnctions otherwise applicabie to the disposition of such collateral which relate
to, or are otherwise imposed by, trademark, copyright, patent, licensing or similar laws relating
to inte:lectual property rights, or any other party's rights under any such law, including any such
rights which may arise upon foreclosure of a security interest in any trademark, copyright,
patent, mark, license or similar intellectual property right or interest of the Debtors (collectively,

the ""1P Restrictions')), and (1i) a super-priority administrative expense claim status pursuant to
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section 364(c)(1) ot the Bankruptcy Code and as provided by this Order. As a condition
precedent to the DIP Financing, the Lenders have required that upon the occurrence of an Event

of Default under any of the DIP Loan Documents, subject to required notice, the Agent may
exercise any remedies provided thereunder or under applicable law, notwithstanding any such

otherwise applicable IP Restrictions.

N. The relief requested in the Motion is necessary, essential, and appropriate for the
continued operation of the Debtors’ businesses and the management and preservation of their

properties.

O. It 1s 1n the best interest of Diebtors’ estates to be allowed to establish the DIP Credit

Facility contemplated by the DIP Credit Agreement and the other DIP Loan Documents.

P. The terms and conditions of the DIP Credit Facility, including those which provide
tor the payment of interest to, and fees of, the Agent (for the benefit of the Agent and the
Lenders) at the times, and in the manner provided under the DIP Credit Facility, are fair, and

reasonable, and are belicved by the Debtors to be the best available under the circumstances.

Q. The DIP Credit Agreement was negotiated in good faith and at arm’s length between
the Debtors, on the one hand, and the Agent and the Lenders. Credit to be extended under the
DIP Credit Facility will be so extended in good faith, in consequence of which the Agent and the

Ienders are entitled to the protection and benefits of Bankruptcy Code section 364(e).

R. The Termination Agreement was negotiated in good faith and at arm's length among
SRI Receivables Purchase Co., Inc., the Borrower and the Trustee, in consequence of which the
Trustee i3 entitled to the protection and benefits of Bankruptcy Code section 364(e).
Authorization of the Debtors to perform all acts and to make, execute and deliver all instruments

and documents which may be required or necessary for the performance by any of the Debtors
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thereunder, including the authorization for the Debtors to utilize the proceeds of the first

borrowing under the DIP Credit Facility to fund payments in connection with the Termination
Agreement, in accordance with Paragraph 16, is in the best interests of the Debtors, their

creditors and their estates.

§. The obligations under the Receivables Transfer Agreement between the Borrower and
Granite National Bank, N.A. shall be performed by the Borrower in the ordinary course of its
business. Authorization of the Debtors to perform all acts and to make, execute and deliver all
instruments and documents which may be required or necessary for the performance by any of

the Debtors thereunder, consistent with the DIP Loan Documents, is in the best interests of the

Debtors, their ¢creditors and their estates.

T. The appraval of the Intercreditor Arrangement and its application to the Prepetition
1997 Agent and the Prepetition 1997 Lenders 1s a condition precedent to the granting of adequate

protection hereunder

U. The notice of the Hearing at which the Order was entered, which notice was provided
by the Debtors to the Office of the United States Trustee, the Prepetition 1997 Agent and counsel
thereto, the Prepetition [997 Lenders, the Prepetition 2000 Agent and counsel thereto, the
Prepetition 2000 Lenders, the Trustee and the twenty (20) largést unsecured creditors of the
Debtors constitutes adequate notice under the circumstances in accordance with Bankruptcy Rule
4001(c), BLR 4001(pb) and (c) and Bankruptcy Code section 102(1), as required by Bankruptcy
Code sections 364(¢c) and 364(d) in light of the emergency nature of the relief requested in the

Motion.

V. Good and sufficient cause has been shown for the entry of this Order. Among other
things, the entry of this Order will enable the Debtors to continue the operation of their business,

increase the possibility for a successful reorganization, avoid disputes with the Prepetition 1997
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[Lenders with respect to adequate protection and be in the best interest of the Debtors. their

creditors, and their estates

NOW THEREFORE, on the Motion of the Debtors and the record before the Court with
respect to the Motion made by the Debtors, and with the consent of the Debtcrs and the
Prepetition Agent in its individual capacity, and in the absence of any objection from the
Prepetiticn 1997 Lenders and the Prepetition 2000 Lenders (after notice and a hearing) to the
form and entry of this Order (including the Intercreditor Arrangement), and good cause

appearing, it 1s

ORDERED:

APPROVAL OF AND AUTHORIZATION AS TO BORROWING
AND GRANTING OF LIENS AND SECURITY INTERESTS

1. The terms and the conditions of the DIP Credit Facility are hereby approved. The

Debtors are authorized to:
(a) Establish the DIP Credit Facility;

(b) Execute each of the DIP Loan Documents to which any Debtor is a party;

(¢) With respect to the Borrower, borrow up to $385 million (of which up to
$150 million may be borrowed under the Term Facilry and the balance may be
borrowed under the Working Capitzl Facility (each as defined in the DIP Credit
Agreement)) under the DIP Credit Facility with a sublimit of $40 million with respect

to letters of credit; and
(d) Pay all fees and charges required under the DIP Loan Documents.

2. The Debtors are hereby authorized and empowered to do and perform all acts and to

make, execute, and deliver all instruments and documents which may be requisite or necessary
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for the performance by the Debtors under the DIP Loan Documents and the creation and
perfection of the Liens described in and provided for by the DIP Loan Documents, including,
without limitation, all of the DIP Loan Documents and the Acknowledgement to the Intercreditor

Arrangement.

3. As security for the Obligations, the Agent (for the ratable benefit of the Agent and the
ILenders) shall have and is hereby granted (effective upon the date of entry of this Order) valid
and perfected security interests in, and liens upon (the "Liens"), all present and after-acquired
property of the Debtors of any nature whatsoever, including without limitation, all collateral
described in the Security Agreement, all cash contained or maintained in any account maintained
by any Debtor of any nature whatsoever and the proceeds of all causes of action (other than
causes of action arising under the Bankruptcy Code) existing as of the Petition Date

(collectively, with all proceeds and products of any or all of the foregoing, the "Collateral"):

(a) pursuant to Bankruptcy Code section 364(c)(2), a first priority, perfected
Lien upon all of the Debtors' right, title and interest in, to and under all Collateral that
is not otherwise encumbered by a validly perfected security interest or lien on the

Petition Date,

(b) pursuant to Bankruptcy Code section 364(d)(1), a first priority, semor,
perfected priming lien upon all of the Debtors' right title and interest in, to and under

the Prepetition Collateral except for the Excluded Real Property; and

(¢) pursuant to Bankruptcy Code section 364(c)(3), a second priority, junior,
perfected lien upon all of the debtors' right, title and interest in, to and under all
Collateral (excluding the Prepetition Collateral but including the Excluded Real
Property) which is subject to a Permitted Lien, including without limitation, a validly

perfected security interest or lien in existence as of the Petition Date or a valid ien
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oerfected (but not granted) after the Petizion Date to the exteni; post-Petition Date
perfection in respect of prepetition claims is expressly permitted under the
Bankruptcy Code (the "Permitted Subsequently Perfected Liens"), provided that
the Liens granted in favor of the Agent and the Lenders shall be senior to any
Permitted Lien which is gxpressly stated in the Credit Agreement to be junior to the
Liens in favor of the Agent and the Lenders. For the avoidance of doubt, the Liens
upon the Collateral granted to the Agent shall be free and clear of, and not subject to.
any otherwise applicable [P Restrictions, and notwithstanding anything to the
contrary herzin, in the [ntercreditor Arrangement or in any order of the Cdurt, the
Liens granted in favor of the DIP Lenders to secure the Obligations (other than the
junior Liens in respeet of the Excluded Real Property) are senior in all respects to the
Liens in existence or to be granted in favor of the Prepetition 1997 Lenders in respect
of all claims now in existence or hereafter arising under the Prepetition 1997 Credit
Agreement and the related loan documents; provided, that notwithstanding the
foregoing, the Liens created and granted to the Agent shall be subject to (a) the
Carve-Qut (as hereafter defined) and (b) the statutory fees of the United States
Trustee as provided in 28 U.S C. § 1930{(a) and the fees to the Clerk of the

Bankruptcy Court (collectively, the "Mandatory Fees").

4. The automatic stay imposed under Bankruptcy Code section 362(a)(4) is hereby
modified as necessary to permit the Debtors to grant the aforesaid Liens and the Replacement
Liens and to perform the Debtors’ liabilities and Obligations to the Agent and the Lenders under

the D[P Credit Facility

5. Each officer of the Debtors as may be s0 authonized by the Board of Directors of each

of tne Debtors, acting singly, 1s hereby autherized to execute and deliver each of the DIP Loan
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Documents, such execution and delivery to be concwsive of their respective authority to act in

the name of and on behalf of the Debtors.

6. At closing of the DIP Facility, the Borrower shall pay to the Prepetition 2000 Lenders

on account of the Prepetinion 2C00 Obligations:

(a) The principal balance of the Borrower’s obligations to the Prepetition

2000 Lenders of $29,950,000.

(b) The aggregate cf accrued and unpaid interest zt the non-default rate owed

to the Prepetition 2000 Lenders as of the Petition Date of $248,805.72.

(¢) The aggregate cf accrued and unpaid fees and expenses of the Prepetition
2000 Lenders for which the Borrower s responsible (which aggregate shall be broken

down by category).

(d) A per diem interest amount from the Petition Date to the date of closing of

$10,228 83 per day

At such time as the conditions precedent to the initial extension of credit under DIP Credit
Facility have been satisfied (which conditions are referenced in Article 3 of the DIP Credit
Agreement), the Borrower shall utilize the proceeds of the first borrowing under the DIP Credit

Facility to repay the Borrower’s obligations to the Prepetition 2000 Lenders consisting of unpaid
principal, accrued and unpaid interest, and unpaid fees and expenses for which the Borrower is

responsible under the terms of the Prepetition 2000 Credit Agreement.

7. Upor the receipt by the Prepetition 2000 Lenders of the proceeds of the wire transfer
of all amounts owed to the Prepetition 2000 Lenders under the Prepetition 2000 Credit

Agreement
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(2) Any lien or security interest granted in favor of the Prepetition 2000
Lenders securing the Prepetition 2000 Obligations on any asset of the Debtors or
otherwise shall be deemed (i) to the extent permitted under applicable law, assigned
and transferred to the Agent (for the ratable benefit of the Agent and the Lenders) and
the Agent shall be subrugated to all rights of the Prepetition 2000 Lenders therein,
and (i1) in respect of the Prepetition 2000 Obligations only, released. terminated and

extinguished and of no force or effect whatsoever.

(b) All claims of the Prepetiticn 2000 Lenders in respect of the Prepetition
2000 Obligations against the Debtors shall be deemed (i) to the extent permitted
under appiicable law, assigned and transferred to the Agent (for the ratable benefit of
the Agent and the Leﬁders) and the Agent shall be subrogated to all rights of the
Prepetition 2000 Lenders therein, and (ir) in respect of the Prepetition 2000
Obligations only, released, terminated, extinguished, and of no force or effect

whatsoever.

(c) The Prepetition 2000 Agent and the Prepetition 2000 Lenders shall
torthwith deliver to the Agent, any and all property of the Debtors that is in the
possession or control of the Prepetition 2000 Lenders securing the Prepetition 2000

Obligations.

(d) Nothing in this Paragraph 7 shall preclude any Prepetition 2000 Lender
from reinstating a claim or any lien previously securing the Prepetition 2000
Obligations to the extent any transfer made in respect of the Prepetition 2000
Obligations shall be avoided by final order; provided, that any such reinstated claim

or lien shall be subordinated to, and junior in priority to, the Obligations and Liens of

3328681 v2 - Stagz Revised Interimt DIP Order 18



http://www.fastio.com/

the Agent and the [.enders, and for all purposes hereof shall be subject to the terms of

the Intercreditor Arrangement.

8 The payment to the Prepetition 2000 Lenders in respect of the Prepetition 2000
Obligations, as provided in Paragraph @, above, shall be without prejudice to (A) the right, if any,
of any party in interest to object to the terms of the DIP Credit Facility in the manner provided
for in Paragraph 34, below, or (B) the right, if any, of any Official Creditors’ Commuttee
appointed in these cases (the “Creditors’ Committee™) to seek entry of an order (i) disallowing
in whole or in part the Prepetition 2000 Lenders’ claims, (ii) avoiding in whole or in part any
security or collateral interest in the assets of the Debtors claimed by the Prepetition 2000 Lenders
1n Prepetition 2000 Collateral, (iii) modifying the amount, validity, prionity or extent of the
Prepetition 2000 Lenders’ liens or claims, (1v) directing the Prepetition 2000 Lenders to disgorge
all or any part of any payment or transfer made by the Borrower or any other Debtor under the
Prepetition 2000 Credit Agreement or as authorized pursuant to Paragraph 6, above, or (v)
providing any other reltef of any type or nature whatsoever, legal or equitable, against the
Prepetition 2000 Lenders or ctherwise permitting recovery from the Prepetition 2000 Lenders on
account of their relationship with the Debtors arising under, relating to or in connection with the
Prepetition 2000 Credit Agreement prior to the commencement of these proceedings, provided
that the Creditors’ Committee shall have one hundred twenty (120) days from the date of
appotntment of counsel to the Creditors’ Committee within which to file any such objection or
commence any such action, whether with respect to the Prepetition 2000 Lendérs’ Claim or
Liens or otherwise. Any such objection or action shall set forth with reasonable particuiarity the
basis for such objection or action and the reason why the Prepetition 2000 Lenders’ Claim

should not be paid in full accordance with the DIP Credit Facility and this Order. If no such

objection or action 1s filed on or before one hundred twenty (120) days after the date of
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appointment of counsel to the Creditors’ Committee, the Prepetition 2000 Lenders’ Claim shail
be aliowed as a secured claim within the meaning of Bankruptcy Code section 506 for all
purpases in connection with these cases Thereafter, any and all objections or actions (including,
but not limited to, those under Bankruptcy Code sections 510, 544, 547, 548 and/or 530) by any
party (including, without limitatior, the Creditors’ Committee and any subsequently appointed
trustee, whether 1n a chapter 11 or chapter 7 case), with respect to the validity, sufficiency,
extent, perfection, refinancing or avoidance of the Pre-Petition Lenders’ liens in the Prepetition

2000 Collateral or the Prepetition 2000 Lenders’ Claim, or to any matters set forth in subclauses

(i) through (v) above shall be forever barred.

9. The Debtors are hereby autherized to use the Cash Collateral and other property in

which the Prepetition 1997 Agent has an interest pursuant to Bankruptcy Code sections 363(b)
and 363(c) in accordance with the terms and conditions of the Credit Agreement and this Qrder
As adequate protection to the Prepetition 1997 Agent and the Prepetition 1997 Lenders to the
extent of any diminution in value of the Prepetition 1997 Lenders' interests in the Prepetition
Collateral resulting from (i) the use, sale or lease of the Prepetition Collateral, (ii) the imposition
of the automatic stay, (11) the transfer of the Receivables in accordance with the Termination
Agreement or (iv) the priming of the Liens on the Prepetition Collateral by the Liens in favor of
the Agent and Lenders granted in this Order and the DIP Loan Documents pursuant to
Bankruptcy Code section 364(d), the Prepetitinn 1997 Agent and the Prepetition 1997 Lenders
shall be and hereby are granted (effective upon the date of this Order and without the necessity
of the execution by the Debtors of mortgages, security agreements, pledge agreements,
financing statements or otherwise) valid and perfected, replacement security interests in, and
liens upon (the ''Replacement Liens") all of the Debtors' right, title and interest in, to and under

the Collateral, subject only to (w) the Carve-QOut, (x) the Mandatorv Fees, (y) Liens granted
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pursuant to this Order and the DIP Loan Decuments to the Agent and the Lenders to secure the
Obligations and (z) any Permitted Subsequently Perfected Liens and any validly perfected liens
which are or will be senior (after giving effest to this Order) to the Liens granted to the Agent

and the Lenders pursuant to this Order and the DIP Loan Documents, and in all cases subject to

the terms of the Intercreditor Arrangement.

10. As additional adequate protection for the Prepetition 1997 Lenders (the "Additional
Adequate Protection"), the Debtors will (i) pay mo nthly interest on the Balance at the 30-day
Eurodollar Rate (as defined in the DIP Credit Agreement), determined 30 days prior to the date
of payment, plus 3.25% per annum, (ii) on January 31, 2001, pay the Balance to the Prepetition
1997 Lenders, subject to the restrictions set forth in section 5.02(j) of the DIP Credit Agreement, _
(i) provide to the Prepetition 1997 Lenders the same reports the Debtors are required to provide
to the Agent under the DIP Loan Documents, and the Agent shal! provide to the Prepetition 1997
Agent a copy of the Hilco final report and the Debtors shall provide reasonable access to the
Prepetition 1997 Agent to the Debtors' books and records to determine the value of the
receivables owned by the Receivables Trust as of the Peﬁtion Date, (iv) reimburse on a current
basis reasonable attorney's fees and the pre-petition fees of Arthur Andersen & Co. (in the
epproximate amount of $40,000), (v) if requested by the Prepetition 1997 Lenders, reimburse
reasonable fees of such other professionals hired by the Prepetition 1597 Lenders to value the
security interests in the Receivables Trust previously granted to the Prepetition 1997 Lenders,
but affected by the termination of the Receivables Trust (provided, that any payments made
pursuant to clauses (1v) and (v) shall not exceed in the aggregate $1 million), and (vi) obtain a
"First Day Order" that directs the Debtors to make payments in the ordinary course of business in
respect of all undisputed goods delivered after the Petition Date. The payment of interest and

fees of professionals as provided in this paragraph shall be subject to the right of any party to
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seek from the Bankruptcy Court a recharacterization, at a later date, of such payments pursuant

to Bankruptcy Code section 506 such that such payments may be applied to principal.

11. The granting of the Replacement Liens to the Prepetition 1997 Lenders pursuant to
Paragraph % above shall be without prejudice to (A) the right of any parry in interest to object to
the terms ot the DIP Credit Facility in the manner provided for in Paragraph 34, below, or (B)
the right, if any, of the Creditors' Committee, if any, to seek entry of an order (i) disallowing the
Prepetition 1997 Lenders’ claims, (1) avoiding any security or collateral interest in the assets of
the Debtors claimed by the Prepetition 1957 Lenders in the Prepetition Collateral, (iii) modifying
the amount, validity, prionty or extent of the Prepetition 1997 Lenders' Liens or claims, or (iv)
providing any other relief of any type or nature whatsoever, legal or equitable, against the o
Prepetition 1997 Lenders or otherwise permitting recovery from the Prepetition 1997 Lenders on
account of their relationship with the Debtors arising under, relating to or in connection with the
Prepetition 1997 Credit Agreement prior to the commencement of these proceedings, provided
that the Creditors’ Committee shall have one hundred twenty (120) days from the date of
appeintment of counsel to the Creditors’ Committee within which to file any such objection or
commence any such action, whether with respect to the Prepetition 1997 Leaders' Claim or
Liens or otherwise  Any such objection or action shall set forth with reasonable particularity the
basis for such objection or action. If no such objection or action is filed on or before one
hundred twenty (120) days after the date of appointment of counsel to the Creditors” Committee,
the Prepetition 1997 Lenders’ Claim shall be allowed as a secured claim within the meaning of
Bankruptcy Code section 506 for all purposes in connection with these cases. Thereafter, any
and all objections or actions (including, but not limited ro, those under Bankruptcy Code sections
310, 544, 547, 548 and/or 550) by any party (including, without limitation, the Creditors’

Committee and any subsequently appointed trustee), with respect to the validity, sufficiency,
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extent, perfection, refinancing or avoidance of the Pre-Petition Lenders’ liens in the Prepetition
Collaterai or the Prepetition 1997 Lenders’ Claim, or to any matters set forth in subclauses (1)
chrough (iv) above shall be forever barred. Nothing in this paragraph shall overate to preclude
any party in interest from conresting or disputing at any time whether the Prepetition 1997

[.enders experienced a diminution 1n value of their interests in the Prepet:tion Collateral.

1Z. This Order shall be sufficient and conclusive evidence of the validity, perfection, and

nriority of (x) the Agent’s Liens upon the Collateral to secure all Obligations incurred under the
DIP Loaa Documents, and of (v) the Replacement Liens, without the necessity of filing or
recording any financing statement or other instrument or document or notification which may
otherwise be required under the law of any jurisdiction or the taking of any other action to |

validate or perfect the Liens of the Agent and the Prepetition 1597 Agent in and to the Collateral
or to entitle the Agent or the Prepetition 1997 Agent to the priorities granted hersin, provided
that the Debtors may execute and the Agent may file or record financing statements or other

instruments or provide notice to evidence and to perfect the Liens authorized hereby, provided

Jurther that no such filing or recordation or notification shall be necessary or required in order to

create or perfect any such Lien.

13. The Agent, on behalf of itself (for the ratable benefit of the Lenders) and the
Prepetition 1997 Agent, in its discretion, may file a xerographic copy of this Order as a financing
statement with any recording officer designated to file financing statements or with any registry

of deeds or similar office in anv jurisdicticn in which the Debtors have real or personal property

14. The DIP Credit Agreement and each of the DIP Loan Documents, respectively, shail
constitute and evidence the valid and binding Obligations of each of the Debtors, which

Obligations shall te enforceable against each of the Debtors tn accordance with their terms
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15. The Termination Agreement s hereby approved, and the Debtors are hereby
authonzed to perform all acts and to make, execute and deliver all instruments and documents
which may be required or necessary for the performance by any of the Debtors thereunder. The
Debtors are hereby authorized and directed to utilize the proceeds of the first borrowing under
the DIP Credit Facility to fund payments in connection with the Termination Agreement, in

accordance with Paragraph 16, below.

16. Promptly following the entry of this Order and satisfaction of the conditions
precedent to the Termination Agreement, the Borrower shall utilize the proceeds from the first
borrowing under the DIP Credit Facility to fund the payments required under the Termination
Agreement. Upon the receipt by the Trustee of the proceeds of the wire transfer of all amounts

e

owed to the Trustee on account of the termination of the Receivables Program:

(2) Any right, title or interest, including any lien or security interest of the
Trustee and the Recelvables Trust in or on any asset of the Debtors shall be deemed
(1) to the extent permutted under applicable law, assigned and transferred to the Agent
(for the ratable benefit of the Agent and the Lenders) and the Agent shall be
subrogated to all rights of the Trustee and the Receivables Trust therein, and (ii) as to
the Receivables Trust and the Trustee only, terminated and extinguished and of no

force or effect whatsoever.

(b) All claims of the Trustee and the Receivables Trust against the Debtors
shall be deemed (i) to the extent permitted under applicable law, assigned and
transferred to the Agent (for the ratable benefit of the Agent and the Lenders) and the
Agent shail be subrogated to all rights of the Trustee and the Receivables Trust

theremn, and (it) as to the Trustee and the Receivables Trust, terminated, extinguished,

and of no forze or effect whatsoever.
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(¢) The Trustee and the Receivables Trust shall forthwith deliver to the
Borrower, free and clear of all liens, claims and encumbrances, any and all property
that is in the possession or control of the Trustee or the Receivables Trust, and the
Borrower shall take such property free and clear of all liens claims and encumbrances

save those created by this Order and the DIP Loan Documents.

[7. The Borrower is authorized to perform the Receivables Transfer Agreement with
Granite National Bank N.A. in the ordinary course of business, and the Debtors are authorized (o
perform all of their obligations and all acts and to make, execute and deliver all instruments and
documents which may be required or necessary for the performance by any of the Debtors

thereunder, consistent with the DIP Loan Documents.

ADMINISTRATIVE CLAIM

18. (a) The Obligations under the DIP Credit Facility shall be an allowed admirustrative
expense claim (the “Super-Priority Claim™) with priority (subject and subordinate to the Carve-
Out, including the Retained Payments (as defined below), and the Mandatory Fees) under
Bankruptcy Code section 364(c)(1) and otherwise over all administrative expense claims and
unsecured claims against the Debtors, now existing or hereafter ansing, of any kind or pature
whatsoever including, without limitation, administrative expenses of the kinds specified in or
ordered pursuant to Bankruptcy Code sections 105, 326, 330 (except as otherwise provided 1n

Paragraph 21, below, with respect to the Mandatory Fees and Carve-Out (including the Retained

Payments)), 331, 503(a), 503(b), 506(c), 507(a), 507(b), 546(c), and 1114.

(t) The Prepetition 1997 Agent and the Prepetition Lenders shall be entitled to all of the
benefits of section 507(b) of the Bankruptcy Code, including without limitation, for any

Additional Adequate Protection not paid; provided, that any such claim shal! be an allowed

administrative expense claim (the “Junior Super-Priority Claim") with priority (subject and
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subordinate to the Carve-Out, including the Retained Payments (as defined below), the
Mardatory Fees and junior in priority and subordinate in all respects to the Super-Priority Claim)
under Bankruptcy Code section 364(c)(1) and otherwise cver all administrative expense claims
and unsecured claims against the Debtors, now existing or hereatter arising, of any kind or nature
whatsoever ircluding, without limitation, administrative expenses of the kinds specified in or
ordered pursuant to Bankruptcy Code sections 105, 326, 330 (except as otherwise provided in
Paragraph 21, below, with respect to the Mandatory Fees and Carve-Out (including the Retained
Payments)), 331, 503(a), 503(b), 5C6(c), 507(a), 507(b), 546(c), and 1114; provided that the
Jumor Super-Priority Claim shall in al! cases be subject to the terms of the Intercreditor

Arrangement.

(c) All post-petition intercompany indebtedness involving obligations of any of the
Debtors or any of their affiliates to any of the Debtors shall be an allowed administrative expense
claim with priority under Bankruptey Code section 364(c)(1) and otherwise over all
administrative expense claims and unsecured claims against the Debtors, now existing or
hereafter arising, of any kind or nature whatsoever except for the Super-Priority Claim, the
Carve-Out (including the Retained Payments) and the Mandatory Fees and such claims on
account of Post-Petition Intercompany Indebtedness shall be part of the Collateral securing all

Obligations under the DI Loan Documents.

19. Except as set forth in Paragraph 3, the Liens and Replacement Liens shall be prior
and serior to all Liens and encumbrzances of other secured creditors in and to such Collateral

granted or arising, after the Petition Date (including, without limitation, Liens and security
interests, if any, granted in favor of any federal, state, municipal or other governmental unit,

commuission, board or court for any liability of the Debtors).
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20. Except for (a) the Mandatory Fees and (b) the allowed amounts to be paid from the
Carve-Qut, plus the allowed amounts representing Retained Payments, no costs or expenses of
administration including, without [imitation, professional fees allowed and payable under
Bankruptcy Code sections 330 and 331 that have been or may be incurred 1n these chapter 11
cases, and no priority claims to the Collateral are, or will be, prior to or on a parity with the
Obligations under the DIP Credit Facility, or with any other claims of the Agent ansing
hereunder. Except for (a) the Mandatory Fees, (b) the allowed amounts to be paid from the
Carve-Qut, plus the allowed amounts representing Retained Payments, and (¢) the Super-Pniority
Claim, no costs or expenses of administration including, without limitation, protessional fees
allowed and payable under Bankruptcy Code sections 330 and 331 that have been or may be
incurred in these chapter 11 cases, and no priority claims to the Collateral are, or will be, prior tcr_

or on a parity with the Obligations under the Prepetition 1997 Loan Documents, or with any

other claims of the Prepetition 1997 Agent arising hereunder.

21 The term “Carve-Qut”’ means the sum of $3,000,000, which shall be available for
distribution for those fees and expenses of the professionals (the “Professionals”) employed at
the expense of the Debtors' estates in the course of these chapter 11 cases pursuant to sections
327, 328, 503(b) or 1103 of the Bankruptcy Code and for the reimbursement of all reasonable
and documented out-of-pocket expenses of members of the Creditors’ Commuttee. Any amounts
paid to the Professionals or to members of the Creditors’ Committee prior to the occurrence ot
Event of Default (the “Retained Payments™) shall not be credited or applied against the Carve-
Out. The Carve-Out and the Retained Payments shall in any event exciude any fees and
expenses (1) arising out of or related to the prosecution of any claims or causes of action against
the Agent or the Lenders, and (ii) arising as to services rendered after conversion of the chapter

11 cases to cases under chapter 7 of the Bankruptcy Code. The payment of the Carve-Out and
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the Retained Payments shall not reduce, or be deemed applied in reduction of, the DIP Lenders’
claims against the Debtors. Nothing set forth in this Paragraph 21 shall be deemed to prejudice,
ln any way, the Agent’s right to object to any request made by any Professional for payment of

fees and services.

22. The Debtors agree that no cost or expense which js incurred by the Debtors in
connection with or on account of the preservation or disposition of any Collateral or which
otherwise could be chargeable to the Agent or the Collateral pursuant to Bankruptcy Code

section 506(c) or otherwise, shall be chargeable to the Agent or the Collateral, except for the

Mandatory Fees, from the Carve-Out and as Retained Payments.

23 Unless the Agent has provided its prior written consent or all liabilities and all
Obligations under the DIP Credit Facility have indefeasibly been paid in full in cash. there shall

not be entered [n these proceedmgs, or in any suc<essor cases, any order which authorizes:

(a) the obtaining of credit or the incurring of indebtedness that is (i) secured
by a security, mortgage, or collateral interest or other Lien on all or any portion of the
Collateral which is equal or senior to the liens and secuﬁty interests held by the
Agent, or (i) entitled to priority administrative status which is equal or senior to that
granted to Agent herein, provided however, that nothing herein shall prevent the entry
of an order that specifically provides that as a condition to the granting of the benefits

of (i) and (ii) above, all Obligations under DIP Credit Facility must be indefeasibly

paid in full 10 cash; or

(b) the enforcement of acy claimed security, mortgage, or collateral interest or
other Laens of any person other than of the Agent on all or any portion of the
Collateral (other than the enforcement of a lien on property of any of the Debtors’

estates which, as of the Petition Date, was subject to a valid and perfected lien (other
R328G81 v2 - Stage Revised Inlernm 12IP Order 78
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than on the Prepetition Collateral), or a lien which constitutes 2 Permitted

Subsequently Perfected Lien, ir each case only to the extent having priorty over the

lien of the DIP Lenders), or

(c) any payment or the transfer of any property on account of claims asserted
by vendors of any Debtor for reclamation in accordance with Section 546(c) of the
Bankruptcy Code, or the Debtors’ return of goods constituting Cellateral pursuant to
Section 546(g)* of the Bankruptcy Code, provided that nothing herein shall preclude
the entry of any order granting a claim, ﬁnder Bankruptcy Code section 503(b) and in

accordance with Bankruptcy Cede section 546(c)2)(A), to a vendor asserting a valid

reclamation claim. WM M W a*w&
S vm Ey "ﬁ“‘a—ﬂ

24. WitZout limiting the provisions and protections of Paragraph 23, above, if at any time
prior to the repayment in full of all Obligations under the DIP Credit Facility and the termination

of the Agent’s obligation to make loans and advances under the DIP Loan Documents, any
Debtor or any Trustee subsequently appointed shall obtain credit or incur debt pursuant to
Bankruptcy Code section 364(b), 364(c) or 364(d), then all of the consideration for such credit or
debt shall immediately be tumed over to the Agent in reduction of the Obligations under the DIP
Crecit Facility.

25. All Obligations of the Debtors to the Agent and the Lenders under the DIP Credit

Facility are due and payable upon the earliest to occur of the following:

(a) July 15, 2000 (or such later dare to which the Agent and the Debtors agree
in writing), unless a Final Order approving the Motion (in form reasonably acceptable
to the Agent) has been entered by such date, in which event the foregoing date shall

be extended to June 2, 2003, or
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(b) the occurrence of an Event of Default (as defined in the DIP Credit

Agreement); or

(¢) the effective date of any plan of reorganization for any of the Debtors in

these chapter 11 cases.

Unless and until the Obligations under the DIP Credit Facility are repaid in full, the protections
afforded to the Agent under the DIP Loan Documents and hereunder, and any actions taken
pursuant thereto and the Carve-Out (as to pre-conversion services), shall survive the entry of any
order confirmuing a plan of reorganization or converting any of these cases into a case pursuant to
chapter 7 of the Bankruptcy Code, and the Liens in and to the Collateral and the Super-Priority
Claim &nd the Junior Super-Priority Claim shall continue in these proceedings and in any such __
successor case, and such Liens, Super-Priority Claim and the Junior Super-Priority Claim shall
maintain their priority as provided by this Order (and the Intercreditor Arrangement) until the
Obligations under the DIP Credit Facility have been satisfied in full, and the Junior Super-

Priority Claim shall maintain their priority as provided by this Order until the Prepetition 1997

Obligations shall have been satisfied in full

26. The time and manner of payment of the Obligations pursuant to the DIP Credit
Facility, the Liens in and to the Collateral and the Super-Priority Claim shall not be altered or

impaired by any plan of reorganization which may hereafter be confirmed or by any further order

which may hereafter be entered.

REMEDIES UPON AN EVENT QF DEFAULT

<7 Any automatic stay otherwise applicable to the Agent is hereby modified so that upon
the oceurrence of an Event of Default (as defined in the DIP Credit Agreement) and at any time

thereafter, upon Jve (5) days prior written notice of such occurrence, in each case given to the
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Borrower and the Parent Guarantor, counsel to the Creditor’s Committee (if any) appointed in
these proceedings, and the United States Trustee, and without further order of the Court, the
Agent shail be entitled to exercise the Agent’s rights and remedies upon delault. F ollowing the

giving of notice by the Agent of the occurrence of any Evenr ot Default:

(a) the Agent may terminate the Commitments and thereafter cease o make
Advances (including Working Capital Advances, Swing Line Advances and Letter of

Credit Advances) 1o the Borrower;

(b) the Agent may declare the principal of and accrued interest, fees and other

liabilities constituting the Obligations to be due and payable;

(c) the Debtors shall continue to deliver and cause the delivery of the

oraceeds of the Collateral to the Agent, as provided in the DIP Loan Documents;

(d) the Agent shall continue to apply such proceeds in accordance with the

orovisions of the DIP Credit Agreement and in accordance with thus Order; and

(¢) the Debtors shall have no right to use any of such proceeds, nor any other
cash collateral (as defined in Bankruptcy Code section 363(a)) other than towards the
satisfaction of the Obligations due to the Agent and the Lenders under the DIP Credit

Facility, the obligations payable from the Carve-Out and the Mandatory Feces.

28 Nothing included herein shall prejudice, impatr, or otherwise affect the Agent’s right
to seek any other or supplemental relief in respect of the Debtors nor the Agent’s right, as
provided in the DIP Credit Agreement, to suspend or terminate the making of loans under the

DIP Credit Agreement.
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MISCELLANEQUS PROVISIONS

29. If any provision of this Order is hereafter modified, vacated or stayed by subscquent
order of this or any other Court for any reason, such modification, vacation, or stay shail not
affect the validity of any liability incurred pursuant to this Order and prior to the later of (a) the
effective date of such modification, vacation, or stay, or (b) the entry of the order pursuant to

which such modification, vacation, or stay was established, nor the validity, priority, or

enforceability of any Lien granted by the Debtor to the Agent.

30. The payrnents made, and the Liens and Super-Prionty Claims granted to the Agent
under the DIP Credit Facility and this Order, and the priority thereof, shall be binding on the

Debtors, any successor trustee for the Debtors, and all creditors of the Debtors, as provided in

ie—

Bankruptcy Code section 364(&).

1. The Agent’s failure to seek relief or otherwise exercise its rights and remedies under
the DIP Credit Facility or this Order shall not constitute a waiver of any of the Agent’s rights

hereunder, thereunder, or otherwise.

32. The Debtors and the Agent may amend or waive any provision of the DIP Credit
Facility, provided that such amendment or waiver, in the judgment of the Debtors and the Agent,
1s either nonprejudicial to the rights of third parties or is not material. Except as otherwise set
forth in the foregoing sentence, no waiver, modification, or amendment of any of the provisions
hereot shall be effective unless set forth in writing, signed by the parties hereto and approved by

the Court.

33. In the event of any inconsistency between the terms and conditions of any DIP Loan

Document and of this Order, the provisions of this Order shall govern and control.
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34. The Debtors shall, on or before June£ 2000, serve by U.S. mail copies of the
notice of approval of this Order, together with a copy of this Order to (1) parties having been
given notice of the emergency hearing, (1) any other party that has filed a request for notice with
this Court and served such request upon the Debtor’s counsel, (ili) counsel for any statutory
committee, (iv) counsel for the Agent, (v) the Prepetition Agent and counsel for the Prepetition
1997 Agent, (vi) the Prepetition 2000 Agert and counsel for the Prepetition 2000 Agent, (vi) the
Prepetition 1997 Lenders, (viii) counsel for the Creditors' Committee, if any, (ix) counsel tor
Oak Hill Partners, (x) each of the landlords under the Debtors' real property leases, (x1) counsel
to the Trustee, (xii) the Debtors' twenty largest unsecured creditors, and (xiii) the Office of the
United States Trustee. The notice of approval of this Order shall state that any party in interest

objecting to the DIP Credit Facility or the terms of the Final Order shall file written objections

with the United Statés Bankruptcy Court Clerk for the Southern District of Texas, Houston

T .
/ 2000, which objections shall be served so

Diwvision, no later than 4:00 p.m. on
that same are receivef] by no later than 4.00 p.m. (Houston time) on such date by the Office of

the United States Trubtee, counsel for the Debtors, counsel for the Agent, counset for the

Prepetition 1997 Agegt, counsel for the Prepetition 2000 Agent and counsel for the Creditors

Committee, 1f any.

Qad (‘;{H) Praw rH-h.] That o L(O/

Nava & Passdle Accdie st
S\Ava,
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35. The Final Hearing to consider the Motion and Final Order shall be held on

*4 .
£ ,%52_& , 2000, at i_ 00 /J m., at the United States Bankruptcy Court,

United States Coouthouse, 515 Rusk Avenue, Room 4023, Houston, Texas 77002, before the

Honorable Wesley W. Steen, United States Bankruptey Judge.

SO ORDERED by the Court this M day of June, 2000.

2 Loy /A N s

7 IUDGE
v
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SPECIALTY RETAILERS, INC.
INTERCREDITOR ARRANGEMENT

This Intercreditor Arrangement (this "Arvangement”), annexed as bExtbir A to
the Financing Order (as defined below) entered by the United States Bankruptey Court for the
Southern District of Texas, Houston Division (the “Bankruptey Court”), sets torth the reiative
rights in relation o the Prepetition Collateral and the DIP Collateral and the Super-Priority
Claim and the Junior Super-Priority Claim (each as defined in the Financing Order (as defined
pelow)) of (a) Citibank, N.A. (the “Agent”), as administrative agent and collateral agent for
the Secured Parties (the Agent and such Secured Parties are herein referred to together as the
“Lendess”) referred to in the DIP Credit Agreement (as defined below) and (b) Credir Sulsse
First Boston (i) as Administrative Agent, Collateral Agent, Swingline Bank and L/C Bank
(“CSFB”, and in its capacities as Administrative Agent and Collateral Agent, the
“Prepetition Agent”) under a certain credit agreement dated as of June 16, 1997 (as
amended, the “Prepetition 1997 Credit Agreement™) among Specialty Retailers, Inc., a
Texas Corporation (the “Borrower”), Stage Stores, Inc., 2 Delaware corporation (the
“Parent Guarantor”), CSFB and the Banks (as defined in the Prepetition 1997 Credit
Agreement; together, CSFB and the Banks are hereafter referred to as the “Prepetition —
Lenders™, (ii) as Collateral Agent under the Security Agreement dated as of June 7, 1997, as
amended by the Amended and Restated Security Agreement, dated as of March 6, 2000,
among the Borrower, the Parent Guarantor and Specialty Retailers, [nc. (N.V.) (as amended,
the “Prepetition Security Agreement”), (iii) as Collateral Agent under the Pledge
Agreement, dated as of June 17, 1997, among the Borrower, the Parent Guarantor and CFSB
(as amended, the "Pledge Agreement™), (iv) as Collateral Agent under the Trademark
Security Agreement, dated as of June 17, 1997, among the Borrower, the Parent Guarantor
and CSEB (as amended, the "Trademark Security Agreement"), and (v) as Collateral Agent
under the Deed of Trust, Assignment, Security Agreement and Financing Staiernent, dated as
of June 17, 1997, among the Borrower, Kenneth Krauss and CSFB (the "Mortgage").

PRELIMINARY STATEMENTS:

(1) The Lenders have entered into a Debtor-in-Possession Credit Agreement.
dated as of June 2, 2000 (the “DIP Credit Agreement”; terms defined therein and not
otherwise defined herein being used herein as therein defined) with the Borrower and the
Parent Guarantor (together, the “Loan Parties”). Pursuant to the DIP Credit Agreement, the
Notes, the Guaranties, the Collateral Documents, the Fee Letter, and each Letter of Credit
Agreement, each as it may hereafter be supplemented, amended, refinanced, restated,
renewed. extended or otherwise modified from time to time (collectvely, the "Loan
Documents"), and pursuant to the order of the Bankruptcy Court approving the financing
rransactions contemplated by the Loan Documents (including any interim order and any final
order, the “Financing Ovder”™), the Lenders will be secured by a first priority security interest
in and/or lien on the DIP Collateral (as defined below) in respect of the Loan Parties’
cbligations under the Loan Documents and shall be granted the Super-Priority Claim.

EXHIBIT
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(4) The Prepetition Lenders have advanced funds to the Borrower under the
Prepetition 1997 Credit Agreement and have been granted security interests in and/or liens on
the Prepetition Collateral (as defined below) pursuant to the Prepetition Security Agreement.
tae Pledge Agreement, the Trademark Security Agreement and the Mongage;

(3} The Borrower has granted to the Prepetition Lenders junior replacement
liens on the DIP Collateral and has granted the Junior Super-Priority Claims as adequate
protection pursuanc to the Finan¢ing Order; and

(4) The Agent has required as a condition precedent to the Ininal Extension
of Credit by the Lenders under the Loan Documents the approval of this Intercreditor
Arrangernent setiing forth the respective rights of the Agent and Prepetition Lenders, and in
particular the parties’ relative nights and respective security interests in and/or liens on the DIP
Collateral and the Prepetition Collateral and in respect of the Super-Priority Claim and the
Junior Super-Priority Claim.

NOW, THEREFORE, in connection with the Financing Order, the relative
rights of the Agent and Prepertion Lenders in respect of the Prepetition Collateral and the DIP——
Collateral, and in respect of the Super-Priority Claim and the Junior Super-Priority Claim,
shall be governed by the terms and conditions set forth in this Arrangement, as follows:

SECTION 1. Derinitions. As used in this Arrangement, the following terms
shall have the meanings respectively set forth after each:

“Adequate Protection Payments” shall mean payments by the Borrower to the
Prepetition Lenders, pursuant to sections 361 and 364 of the United States Bankruptcy
Code and the Financing Order, as adequate protection of the Prepetition Lenders’
interest in the Prepetition Collateral, including any payment en account of professional
fees incurred by the Prepetition Lenders.

“DIP Collateral” shall mean the Collateral, as defined in the DIP Credit
Agreement, and all other property that 15 or ts intended to be subject to any Lien in
favor of the Agent for the benefit of the Lenders.

“DIP Indebtedness” shall mean all Obligations of the Loan Parties to the
Lenders evidericed by or arising under any one or more of the Loan Documents, all
whether fixed or contingent, matured or unmatured, liquidated or unliquidated, and
whether ansing under contracs, in torn or otherwise, including any Refinancing of such
Obligations.

"Excluded Real Property” shall mean the [company to provide description of
d:stribution center and credit card center].
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“Financing Order” shall have the meaning specified in the Preliminary
Statemnents of this Arrangement.

“Loan Documents” shall have the meaning specified in the Preliminary
Staterments of this Arrangement.

“Prepetition Agent” shall mean Credit Suisse First Boston in IS capacities as
Administrative Agent and Collateral Agent pursuant to the Prepention Lender
Docurments.

“ Prepetition Collateral” shall have the meaning specitied in the Financing
Order;

“Prepetition Lender Documents” shall mean any and all present and fuwre
agreements, documents and/or instruments evidencing, documenting, securing or
otherwise relating to any or all of the Prepetition Lender Indebtedness, ail as the same
may from time to time be supplemented, amended, refinanced, restated, renewed,
extended or otherwise modified.

“Prepetition Lender debtedness” shall mean all Obligations of the Borrower
and the Parent Guarantor (including, without limitation, interest accruing after the
commencement of a bankruptcy proceeding by or against the Borrower or the Parent
Guarantor) to the Prepetition Lenders evidenced by or arising under any oné€ or more of
the Prepetition Lender Documents, all whether fixed or contingent, matured or
unmatured, liquidated or unliquidated, and whether arising under contract, in tort or
otherwise.

“Prepetition Security Agreement” shall have the meaning specified in the
Preliminary Statements of this Arrangement.

"Refinancing" shall mean a refinancing of the Obligations of the Loan Parues
10 the Lenders evidenced by or arising under any one or more of the Loan Documents,
ali whether fixed or contingent, matured or unmatured, liquidated or unliquidated, and
whether arising under contract, in tort or otherwise, on (erms substantially similar to
those of the Loan Documents, provided that the aggregate commitmment of such
refinancing does not exceed the lesser of (x) $450 million and (y) the aggregaie
Cormmitment (as defined in the DIP Credit Agreement) at the time of such relinancing.

SECTION 2. No Obiligations o Loan. This Arrangement 15 intended to set
forth the relative and respective rights of the Prepetition Lenders and the Lenders in the
Prepetition Collateral and the DIP Collateral and in respect of the Super-Priority Claim and the
Junior Super-Priority Claim, and the existence of this Arrangement shall not commit or
obligate the Prepetition Lenders or the Lenders to make loans or extend credit to any Loan

Party.
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SECTION 3. Preservation of security [nterests as Against Third Parties.
Nothing contained in this Arrangement is intended to affect or limit in any way the security
mierests and/or liens of the Prepetition Lenders or the Lenders in or an any or all of the
property and assets of the Loan Parties, whether tangible or intangible, insofar as the Loan
Parties and rhird parties are concerned. The rights of the Lenders and the Prepetition Lenders
:n respect of the DIP Collateral and the Prepetition Collateral as against the Loan Parties and
ilurd parties are specifically preserved, including all respective security interests and/or liens
ana rights to assert such security interests and/or liens.

SECTION 4. Priority of Security Interests and Claims Under Section

304(c)(1). (i) Irrespective of (2) the time, order, manner or method of creation, attachment or
pertection of the respective security interests andsor liens granted to the Prepetition Lenders or
the Lenders in or on any or all of the property or assets of the Loan Parties, (b) the time or
manner of the filing of their respective financing statements, (c) whether the Prepetition
Lenders or the Lenders or any bailee or agent thereof holds possession of any or all of the
property or assets of the Loan Parties, (d) the dating, execurtion or delivery of any agreement,
document or instrument granting the Prepetition Lenders or the Lenders security interesis
and/or tiens in or on any or all of the property or assets of the Loan Parties, (e) the giving or =
fatlure 10 give notice of the-acquisition or expected acquisition of any purchase money or other
securtty nterests and (f) any provision of the Uniform Commercial Code (the "UCC") or any
other applicable law to the contrary, any and all security interests, liens, rights and interests of
the Prepeution Lenders, whether now or hereafter arising or existing, in or on any or all of
DIP Collateral and the Prepetition Collateral shall be junior, second and subordinated in all
respects to the security interests, liens, rights and interests of the Lenders in the DIP Collgteral
and the Prepetition Collateral; provided, however, that the Lenders' security interests. liens.
rights and interests in the Excluded Real Property shall be junior, second and subordinated in
ali respects (o those of the Prepetition Lenders. For purposes of the foregoing ailocation of
priorities, any claim of a right of set-off shall be treated in all respects as a security interest

and no claimed right ot set-off shall be asserted to defeat or diminish the rights or priorities
provided for herein. In addition, the grant to the Lenders of a senior, first priority perfected
priming Lien and secunty interest in the Prepetition Collateral shall include, without limitation,
a senior, first priority perfected priming lien and security interest in any shares pledged to the
Prepetition Agent and/or Prepetition Lenders, notwithstanding nondelivery of such shares 1o
the Agent or the fact that such shares may remain in the possession of the Prepetition Agent
and/or Prepetinon Lenders.

(1) The Prepetition Lender Indebtedness shall not be paid or payable from any
property of the Debtors (other than the Exciuded Real Property) or otherwise in connection
with the enforcement or assertion of the Junior Super-Priority Claim unless and until all DIP

[ndebtedness shall have been fully, finally and indefeasibly paid in cash; provided, that the
Balance may be paid in accordance with the restrictions set forth in Section §.02(j) of the DIP
Credit Agreement.
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SECTION 5. Standstili. The Prepetition Lenders shall have no right to take
any action (o obtain possession of or realize upon the DIP Collateral and/or the Prepetition
Collateral, whether by judicial or non-judicial foreclosure, notification o any account debro!
of a Loan Party. the filing of any recuest to lift. annul or modify the automatic stay. the
seeking of the appointment of a trustee for any portion of the property or assets ot any Loan
Party or otherwise, or to take possession of any of the DIP Collateral and/or the Prepeution
Coilateral or to seck payment in respect of the Junior Super-Priority Claim, unless and unti! all
of the DIP Indebtedness shall have been fully, finally and indefeasibly paid in cash and al
financing arrangements and commitments between the Loan Parties and the Lenders have been
ierminated; provided, however, that notwithstanding the foregoing, the Prepetinion Lenders
may seek entry of an order pursuant to Bankruptcy Code section 363(c) granting adequate
orotection in addition to the adequate protection provided in the Financing Order (but the Loan
Parties and the Agent and Lenders each reserve all of their rights to contest any such request).

SECTION 6. Adequate Protection Payments. (a) Notwithstanding anything in
this Arrangement to the contrary, any Loan Party may pay to the Prepetition Lenders, and the
Prepetition Lenders may accept and retain from any Loan Party, Adequate Protection
Payments in respect of the Prepetition Lender Indebtedness which are made in accordance with
the Financing Order by any Loan Party, whether such payments are made from the DIP -
Collateral or otherwise until the earliest to occur of: (i) receipt by the Prepetition Agent of
writen notice of the occurrence of a Default or Event of Default under the Loan Docurments;
(ii) receipt by the Prepetition Agent of written notice of a breach or violation of the Financing
Order; or (iii) such time as the Lenders or the Agent, on behaif of the Lenders, (x) declare
immediately due and payable any part or all of the DIP Indebtedness or (y) eXercise any
remedy with respect to the DIP Collateral or Prepetition Collateral in accordance with tae
Loan Documents and the Financing Order, and in each case upon the Prepetition Agent’s
receipt of written notice of such action.

SECTION 7. Turnover of Collateral. In the event any payment or distribution
to the Prepetition Lenders is made from any of the DIP Collateral or the Prepention Collateral
or in respect of the Junior Super-Priority Claim upon or with respect to any of the Prepetition
Lenders Indebiedness prior to the time all of the DIP Indebtedness shall have been fully,
qnally and indefeasibly paid in cash and all financing arrangements and commitments between
the Loan Parties and the Lenders shall have been terminated (other than voluntary payments by
the Loan Parties to the Prepetition Lenders on the Prepetition Lender Indebtedness to the
extent permitted under Section 6 above), the Prepetition Lenders shall receive and hold the
same in trust. as trustee, for the benefit of the Lenders and shall forthwith deliver the same to
the Agent for the benefit of the Lenders in precisely the form received (except for the
endorsemnent or assignment of the Prepetition Lenders where necessary) for application against
the DIP Indebtedness, whether due or not due, and, until so delivered, the same shall be heid
in trust by the Prepetition Lenders as the property of the Lenders.

SECTION 8. Disposition of Collateral. The Prepetition Lenders shall not
directly or indirectly take any action to contest or challenge the validity, legality,
enforceability, perfection, priority or avoidability of any of the DIP [ndebtedriess, any of the
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Loar. Documents or any of the security interests and/or liens of the Agent and the Lenders in
ar on any of the DIP Collateral, the Super-Priority Claim or the reasonableness of any action
Gr falhire to act by the Agent or the Lenders in respect of the DIP Collateral including,
wichout limitation, the timing, method or manner of (i) any consent to disposition by the Loan
Parties of any DIP Collateral or Prepetition Collateral or (i} disposing of or liquidating any
DIP Coliateral or Prepetition Collateral, the terms, including the price and percentage of
consideration received in cash, of any such disposition or liquidation, or any failure to dispose
ot or liquidate any DIP Collateral or Prepetition Collateral, including acceptance of DIP
Collateral or Prepetition Collateral by the Agent and the Lenders in full or partial satisfaction
of any DIP Indebtedness.

SECTION 8. Enforcement of Security Interésts. The Prepetition Lenders
shall not oppose, interfere with or otherwise attempt to prevent the Agent and the Lenders
from entorcing their security interests in and/or liens on any of the DIP Collateral or otherwise
reaiizing upon any of the DIP Collateral or Prepetition Collateral. Upon entry of the
Financing Order on notice to the Prepetition Lenders, the Prepetition Lenders shall be deermed
to nave acknowledged that the security interests in and liens upon the DIP Collateral in favor
of the Agent and the Lenders are free and clear of, and not subject to, any restrictions
otherwise applicable to the disposition of the DIP Collateral which relate to, or are otherwise
imposed by, trademark, copyright, patent, licensing or similar laws relating to intellectual
property rights, or any other party’s rights under any such law, including any such rights
which may arise upon foreclosure of a security interest in any trademark, copyright, patent,
mark, license or similar intellecn:al property right or interest of any of the Loan Parties.

L

SECTION 10. Insurance Proceeds. (a) In the event of the occurrence of any
casualty with respect to any of DIP Collateral or Prepetition Collateral other than the Excluded
Real Property, the Agent and the Lenders shall have the sole and exclusive right to adjust,
compromise or settle any such loss with the insurer thereof, and to collect and receive the
proceeds from such insurer;

(b) In the event of the occurrence of any casualty with respect to the Exciuded
Real Property, the Prepetition Agent and the Prepetition Lenders shall have the sole and

exclusive right 1o adjust, compromise or settle any such loss with the insurer thereof, and to
collect and receive the proceeds from such insurer;

(¢) Any insurer shall be fully protected if it acts in reliance on the provisions of
this paragraph.

SECTION 11. Recovery in Respect of Certain Prepetition Letters of Credit.
Notwithstanding anything in this Intercreditor Arrangement to the contrary, the Prepetition
Agent and the Prepetition Lenders may, to the extent an entity has received payment on
account of a claim but nonetheless draws under a letter of credit issued prepetition pursuant to
the Prepetition 1997 Credit Agreement, the Prepetition 1997 Lenders may seek to recover
from such entiry the amount drawn under the letier of credit; provided, that such right shall be
without prejudice to the right of the Debtors or any other party to challenge such recovery.
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SECTION 12. Waiver of Certair Rights. (a) The Prepetition Lenders are
hereby deemed to have waived any and all rights to (i) require the Agent and the Landers to
marshal any propertv or assets of any Loan Party or to resort to any of the property or assets
of any Loan Party in any particular order or manner, or (ii) recuire the Agent and the Lenders
[0 enforce any guaranty or any security interest or lien given by any person or entity other than
~any Loan Parties to secure the payment of any or all of the DIP Indebtedness as a condition
precedent or concurren: 1o taking any aczton agatnst or witl respect 1o the DIP Collateral
and/or the Prepetition Collateral; and

(b) In the chapter 11 cases of the Borrower, the Parent Guarantor and the
subsidiary Guarantor, filed on or about June 1, 2000, in the United States Bankrupicy Court
for the Southern District of Texas, the Prepetition Lenders shali be barred from raising any
objection to any motion by the Lenders for relief from autornatic stzy to permit the Lenders to
forectose on, sell or otherwise realize upon the DIP Collateral and/or Prepetition Collateral,
provided that the Lenders shall have exercised their rights in accordance with the DIP Credit
Agregment.

SECTION 13. Assignment of Indebtedness. In the event any Prepetition —
Lender assigns any interest in any of the Prepetition Lender [ndebtedness, the assignment of

any such Indebtedness shall be expressly subject to the terms, provisions and conditions of this

Arrangement and that the assignee thereot shall be bound by the terms, provisions and
conditions of this Arrangement. The failure ot any Prepetition Lender to comply with the

terms of this section shall result in the assignee of such Prepetition Lender not being entttled to
receive the adequate protection granted pursuant to the Financing Order.

SECTION 14. Term. This Arrangement shall remain in full force and effect
antil all of the DIP Indebtedness shall have been fully and finally paid in cash and all {inancing
arrangements and commitments between the Loan Parties and the Lenders shall have been
terminated. This Arrangement shall continue to be effective or be reinstated, as the case may
be, if at any rime any payment of any of the DIP Indebtedness is rescinded or must otherwise
be rerurmed by Lenders, all as though such payment had not been made. The Lenders may,
subject to Bankruptcy Court approval, continue to extend credit or other financial
accommodations and loan monies to or for the benefit of any Loan Party, on the faith hereof.
under the Loan Documents or otherwise without nouce. to the other parties hereto. Any party
or parties that shall enter into a Refinancing (which Refinancing shall have been approved by
the Bankruptcy Court) shall obtain all of the benefits of this Arrangement.

SECTION 15. Amendment and Release. The Lenders may at any time and
from ume 10 time (x) enter into such agreements with the Loan Parues as the Lenders may
deem proper (i) increasing or decreasing the principal amount of, exiending the time of
payment of and/or renewing or otherwise araending or altering the terms (including, without
limitation, the interest rates) of any or all of the DIP Indebtedness and/or (1) amending,
modifying or otherwise altering the terms of the Loan Documents and (y) exchange, sell,
release, surrender or otherwise deal with any or all of the DIP Collateral, all without in any
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way compromising or affecting this Arrangement, and the Prepetition Lenders shail not object
10 such marers; providged, however, that notwithstanding the foregoing, with respect to any
amendment to the Loan Documents which (i) effects an increase pursuant to which the total
Commitment (as defined in the Credit Agreement) are increased to an amount in excess of the
lower of (x) 3450 million and (y) the total Cornmitment at the time of such amendment. or (11)
seeks [0 increase the percentages in clauses (a), (b) and (¢) in the Credit Agreement definition
ot Loan Value, the Debtors shall request Bankruptcy Court approval and the Prepetition

Lenders may object to any such request (and the Debrors, the Agent and the Lenders reserve
their right to contest any such objectian).

SECTION 16. Reliance; Waiver of Notices; No Representations; Management
of Credit Facilities. All of the DIP Indebtedness shall be deemed to have been made or

incurred 1n reliance upon this Arrangement. The Prepetition Lenders shall be deemed ta have
expressly watved all notices not specifically required pursuant to the terms of this
Arrangement. Neither the Prepetition Lenders nor the Agent, on behalf of the Lenders, has
made or shall be deemed to have made any representation or warranty with respect to the due
execution, legality, validity, completeness or enforceability of any of the respective documents
to which they are a party, the perfection or priority of any security interest or lien securing any
or all of the DIP Indebtedness or the Prepetition Lender Indebtedness or the collectibility of =—
any of such DIP Indebtedness or the Prepetition Lender Indebtedness. No party shall have any.
liability to the other for any loss, claim or damage allegedly suffered by such other party in
any proceeding to foreclose or otherwise enforce any of its first priority security interests in
and/or liens on any of such DIP Collateral or Prepetition Collateral.

SECTION 17, Financial Condition of the Loan Parties. The Prepetition
Lenders and the Lenders shall have sole responsibility for keeping themselves informed or the
financial condition of the Loan Parties and of ail other circumstances bearing upon the risk of
nonpayment of their respective facilities that diligent inquiry would reveal. Neither the
Prepetition Lenders nor the Lenders shall have any duty to advise the other {or any third party)
of any information regarding such condition or any such circumstances.

SECTION 18. Waivers: Failure or Delay. No failure or delay on the part of
any of the Prepetition Lenders, the Agent, on behalf of the Lenders, or any Lender i the
exercise of any power, right, remedy or privilege under this Arrangement shall impair such
power, right, remedy or privilege or shall operate as a waiver thereof; nor shall any single or
partial exercise of any such power, right, remedy or privilege preclude any other or further
exercise of any other power, right, remedy or privilege. The waiver of any such right, power,
remedy or pnvilege with respect w particular tacts and circumstances shall not be deemed to
be a walver with respect to other facts and circumstances.

SECTION 19. Severability. Whenever possible, each provision of this
Arrangement shall be interprated in such 2 manner as to be effective and valid under applicable
law, but if any provision of this Arrangement shali be prohibited by or invalid under
applicable law, such provision shall be effective only to the extent of such prohibition or
invalidity, without invalidating the remainder of such provisions or the rermaining provisions of
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this Arrangement. This Arrangement shall be incorporated by reference into the Financing
Order and shall constiture an integral part rhereof.

SECTION 20. Successors and Assigns. This Arrangement shall be binding

upon and inure to the benefit of the Agent and the Lenders and their respective successors and
ASSIENS.

SECTION 21. Eguitable Remedies. The breach of any of the provisions of
this Arrangement by the Lenders or the Prepetition Lenders is likely to cause irreparabie
damage (o the cther party. Therefore, the relief to which any party shall be entitled in the
event ot any such breach or threatened breach shall include, but not be limited to, a mandatory
Injunction for specific performance. injunctive or other judicial relief to prevent a violation of
any of the provisions of this Arrangement, damages and any other relief to which it may be
entitied at law or in equity.

SECTION 22. Adorneys' Fees and Expenses. In the event of any dispute
concerning the meaning or ingerpretation of this Arrangement which results in litigation, or in
the event of any litigation by a party hereto to enforce the provisions hereof, the prevailing
party shall be entitled to recover from the non-prevailing party, in addition to its other - —_
damages. its reasonable attormeys’ fees and expenses and any actual court costs incurred.

SECTION 23. Headings. Section headings used in this Arrangement are for
convenience of reference only and shall not constitute a part of this Arrangement for any
purpose or affect the construction of this Arrangement.

SECTION 24. No Agency Relationship. Neither this Arrangement, the
Financing Order, the DIP Loan Documents nor the Prepetition Lenders Documents creare an
agency relationship between the Lenders, on the one hand, and the Prepetition Agent and the
Prepetition Lenders, on the other hand.

SECTION 25. Inconsistency With Financing Order. To the extent there shall
be any inconsistency between the Financing Order and this Arrangement, the terms of the
Financing Order shall govern. Nothing in this Arrangement coniravenes or restricts any of the
nghts and remedies granied to the Agent and the Lenders under the Financing Order.
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.0

ACKNOWLEDGMENT

The undersigned, . hereby acknowledge receipt
of @ copy of the foregeing [ntercreditor Arrangement (the "Intercreditor Arrangement"; all
capitalized ierms uscd and not otherwise desined heretn shall have the respective meanings
ascnibed to them in the Intercreditor Arrangement) and ¢onsents to the terms thereof. Each of the
undersigned acknowledges and agrees that any payments or other amounts paid by any of the
undersigned to the Prepeution Lenders which are required to be turned over or otherwise remitted
by the Prepetition Lenders to the Lenders pursuant to the terms of the Intercreditor Arrangement
shall not be deemed to be payments on the Prepetition Lender Indebtedness.

Executed this day of June 2000

SPECIALTY RETAILERS, INC.

By:

ﬁame :
Title:

STAGE STORES, INC.

By:
Name:
Title:

SPECIALTY RETAILERS, INC. (N.V.)
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